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Committee of Consumer Services Docket #05-057-T01 Jacch Pous Exhibit 1.4

1.6

Answer:

Prepared by:

SCHEDULE (JP-2)

P.S.C.U. Docket No. 05-057-T01

Data Request No. 1.6

Requested by Division of Public Utilities
Date of QGC Response March 17, 2006

Refer to page 1-4 of the Gannett Fleming Study. Please identify each instance
where Gannett Fleming has applied “informed judgment which incorporated a
review of management’s plans, policies and outlook, a general knowledge of the
gas utility industry, and comparisons of the service life and net salvage values
from our studies of other gas utilities.” Please provide all studies of other utilities
that influenced the selection of service lives and salvage values for Questar plant
accounts, In each instance, state with specificity how these factors influenced
Gannett Fleming’s selection of service life, and provide all supporting data.

There are many instances during the course of a depreciation study where
informed judgment is applied. It would be too numerous to state each instance
where informed judgment was applied during a study. Gannett Fleming and the
Company are willing to meet and*discuss any specific issues. The depreciation
accrual rates used to calculate annual depreciation expense are based on forecasts
of the service lives and net salvage values of the gas plant in service. A forecast
implies the application of informed judgment to arrive at a reasonably deduced
estimate.

The service life and net salvage analyses are the historical bases for the estimates.

However, the service life analyses measures what has occurred in the past with
regards to the age at which gas plant has retired. The depreciation professional is

required to make an estimate or a forecast based on what is reasonably likely to

occur in the future. The depreciation professional has to merge past experience

with future outlook in order to make an estimate. This requires informed

judgment.

For instance, changes in management’s plans can have an effect on the service
lives of gas plant and the depreciation professional needs to apply informed
judgment when determining an estimate to be used in the future. For example, the
depreciation professional may become aware of management’s plans to install a
new, comprehensive maintenance plan, where before, the lack of a comprehensive
maintenance plan contributed significantly to past retirements. The depreciation
professional needs to apply informed judgment in assessing the impact the change
in maintenance philosophy will have on the future service lives of gas plant in
service today.

Gannett Fleming conducts numerous depreciation studies for its clients each year
and has assembled a file containing the depreciation parameters used by other gas
companies in the U.S for which Gannett Fleming has conducted depreciation
studies. Attached is a file named “Al.6 Service Life and Salvage Statistics -
Gas.xls”.

John F. Wiedmayer, Depreciation Studies Supervisor, Gannett Fleming, Inc.
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ACCOUNT 257.3 COMMUNICATION EQUIPMENT - BASE STATIONS

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL COST AT DECEMBER 31,

2004

ORIGINAL AVG. --ANNUAL ACCRUAL-- -ACCRUED DEPREC. -
YEAR COST LIFE RATE AMCUNT EXP.  FACTOR AMOUNT
(1) (2) (3) {4) (5) {€) (7) (8)
SURVIVOR CURVE.. 10-SQUARE
NET SALVAGE PERCENT.. 0O
1574 6,224.00 1.0000 6,224
1275 72,546.00 1.06C0 72,546
1976 19,452.00 1.0000 19,452
1978 12,821.00 1.00Q00 12,821
1979 21,273.00 1.000C0 21,273
1980 3,557.00 1.0000 3,557
1981 87,066.00 1.0000 -B7,0686
1982 62,116.00 1.0000 62,116
1883 58,142.00 1.0000 58,142
1984 13,843.00 1.0000 13,843
1985 78,418.00 1.0C00 78,418
1586 259,625.00 1.0000 259,625
1988 2,142.00 1.0000 2,148
1989 1,425,118.00 1.0000 1,425,118
1930 252,225.00 1.0000 252,228
1991 1,792,212.00 1.0000 1,792,212
1992 626,924.00 1.0000 626,924
1933 614,175.00 1.0000 614,179
19594 1,628,728.00 1.0000 1,628,728
1985 448,528.00 10.00 10.00 44 ,859.80 0.50 .8:C¢C 426,168
1896 1,417,440.00 10.00 10.00 141,744.00 1.50 .8500 1,204,824 R

1897 1,549,805.00 10.00 10.0C 154,980.50 2.50 .7500 1,162,354
1858 1,375,860.00 10.00 10.00 137,586.00 3.50 ..6500 894,300
1983 1,387,014.00 10.00 10.00 13&,701.40 4.50  .5500 768,358
2000 969,677.00 10.00 10.00 86,867.70 5.50 .4500 436,355
2001 832,063.06 10.00 10.00 83,206.30 &.50 .35E00 291,222
2002 195,658.00 10.00 10.00 19,569.80 7.50 .2500 48,925
2003 387,174.00 10.00 10.00 38,717.40 - B.50 .1500 58,076
2004 18,710.00 10.00 10.00 1,871.00 .50 .{500 936
95939 362,742.72 5.50 19,950.85 .7888 286,131
TOTAL 15,591,403.72 879,154.75 12,614,280

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT.. 5.50

A-41
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Logal Resources |

Vintage year accounting for
general plant accounts

Question:

Is it permissible for a public utility, licensee,
natural gas company, or oil pipeline
company to adopt a vintage year accounting
method for the general plant accounts listed
below '

which would eliminate the unitization and
record keeping requirements associated with
individual items of property and allow such
companies to record only the total cost of
plant additions for the year as a vintage
group for each account?

For Public Utilities, Licensees, Natural
Gas Companies

Account 391, Office Furniture and
Equipment;

Account 392, Transportation Equipment;
Account 393, Stores Equipment;

Account 394, Toois, Shop and Garage
Equipment;

Account 395, Laboratory Equipment;
Account 396, Power Operated Equipment;
Account 397, Communication Equipment;
Account 398, Miscellanegus Equipment; and
Account 399, Other Tangible Property.

For Qil Pipeline Companies

Account 179, Machine Tools and Machinery;
Account 183, Communication Systems;
Account 184, Office Furniture and
Equipment; and

Account 185, Vehicles and Other Work
Equipment.

Answer:

Yes, provided the following requirements are
met:

1. the individual classes of assets for which
vintage year accounting is followed are high
volume, low value items;
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2. there is no change in existing retirement
unit designaticns, for purposes of
determining when expenditures are capital
or expense;

3. the cost of the vintage groups is
amortized to depreciation expense over their
useful lives and there is no change in
depreciation rates resulting from the
adoption of the vintage year accounting;

4. interim retirements are not recognized;

5. salvage and removal cost relative to items
in the vintage categories are included in the
accumulated depreciation account and
assigned to the oldest vintage first; and

6. properties are retired from the affected
accounts that, at the date of the adoption of .
vintage year accounting, meet or exceed the
average service life of properties in that
account. .

A vintage year method of accounting for the
general plant accounts that meets all of the
foregoing requirements may be implemented

without obtaining specific authorization from
the Commission tc do so.

~Debbie L. Clark
Chief Accountant

Effective:

January 1, 1997

Updated: Jupe 13, 2003
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QUESTAR GAS COMPANWY
ACCOUNT 397.1 COMMUNICATION EQUIPMENT - MOBILE RADIO

CALCULATED ANNUAL AND ACCRUED DEPRECIATION
RELATED TO ORIGINAL CCST AT DECEMBER 31, 2004

ORIGINAL  AVG. -~-ANNUAL ACCRUAL-- -ACCRUED DEPREC. -
YEAR COST LIFE  RATE AMOUNT EXP. FACTOR AMOUNT
(1) (2) {3) (4) (5) (63 {7) (8)

SURVIVOR CURVE.. 5-SQUARE
NET SALVAGE PERCENT.. O

1987 2,056.00 ' . 1.0000 2,056
1988 884 .00 1.0000 884
1885 3,000.00 1.0000 3,000
1850 240,463.00 1.0000 240,463
1591 345,450.00 ' 1.0000 345,450
1992 241,466,000 1.0C000 241,466
1993 153,510.00 1.0000 163,510
1994 108,248.00 1.0000 108,248
1995 332,410.00 ' 1.0000 332,410
1995 46,602.00 1.0000 46,602
1997 10,319.00 : ) 1.0000 10,319
1g88 - 145,120.00 ) 1.0000 145,120
1999 4,331.00 ‘ : 1.0000 4,331
2000 B9,398.00 5.00 20.00. 17,879.60 D.50 .9000 80,458
2001 841,026.00 5.00 20.00 168,205.20 1.50 .7000 588,718
2002 47,821.00 5.00 20.00 9,564.20 2.50 .5000 23,911
2003 31, 985.00 5.00 20.00 18,399.00 3.50 .3000 27,599
2004 82,306.00 5.00 20.00 18,461.20 4,50 ,1000 9,231
9959 7.27- 8.28 0.60- . 8458 6-
TOTAL 2,806,397.73 232,508.60 2,373,770

COMPOSITE ANNUAL ACCRUAL RATE, PERCENT.. 8.28

A-40




